THURSDAY,  JULY  19,  1973 
WASHINGTON,  D.C. 

Volume  38  ■  Number  138 

PART  IV 


THE  PRESIDENT 

■ 

COST  OF  LIVING  COUNCIL 

■ 

ECONOMIC 
STABILIZATION; 
PHASE  IV 

Stage  A:  Regulations  for  Food 


No.  138— Pt.  IV - 1 


THE  PRESIDENT 


19343 


Title  3 — The  President 

PROCLAMATION  4230 

Amending  Part  3  of  the  Appendix 
to  the  Tariff  Schedules  of  the 
United  States  With  Respect  to  the 
Importation  of  Agricultural 
Commodities 

By  the  President  of  the  United  States  of  America 

A  Proclamation 

WHEREAS,  pursuant  to  section  22  of  the  Agricultural  Adjustment 
Act,  as  amended  (7  U.S.G.  624),  limitations  have  been  imposed  by 
Presidential  proclamations  on  the  quantities  of  certain  dairy  products 
which  may  be  imported  into  the  United  States  in  any  quota  year;  and 

WHEREAS  the  import  restrictions  proclaimed  pursuant  to  said  sec¬ 
tion  22  are  set  forth  in  part  3  of  the  Appendix  to  the  Tariff  Schedules 
of  the  United  States;  and 

WHEREAS  the  Secretary  of  Agriculture  has  reported  to  me  that  he 
believes  that  additional  quantities  of  dried  milk  provided  for  in  item 
950.02  of  the  Tariff  Schedules  of  the  United  States  (hereinafter  referred 
to  as  “nonfat  dry  milk”)  may  be  entered  for  a  temporary  period  without 
rendering  or  tending  to  render  ineffective,  or  materially  interfering  with, 
the  price  support  program  now  conducted  by  the  Department  of  Agri¬ 
culture  for  milk  or  reducing  substantially  the  amount  of  products  proc¬ 
essed  in  the  United  States  from  domestic  milk;  and 

WHEREAS,  under  the  authority  of  section  22,  I  have  requested  the 
United  States  Tariff  Commission  to  make  an  investigation  with  respect 
to  this  matter;  and 

WHEREAS  the  Secretary  of  Agriculture  has  determined  and  reported 
to  me  that  a  condition  exists  with  respect  to  nonfat  dry  milk  which 
requires  emergency  treatment  and  that  the  quantitative  limitation  im¬ 
posed  on  nonfat  dry  milk  should  be  increased  during  the  period  ending 
August  31,  1973,  without  awaiting  the  recommendations  of  the  United 
States  Tariff  Commission  with  respect  to  such  action;  and 

WHEREAS  I  find  and  declare  that  the  entry  during  the  period  ending 
August  31,  1973,  of  an  additional  quantity  of  80,000,000  pounds  of 
nonfat  dry  milk  will  not  render  or  tend  to  render  ineffective,  or  materially 
interfere  with,  the  price  support  program  which  is  being  undertaken  by 
the  Department  of  Agriculture  for  milk  and  will  not  reduce  substantially 
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the  amount  of  products  processed  in  the  United  States  from  domestic 
milk;  and  that  a  condition  exists  which  requires  emergency  treatment 
and  that  the  quantitative  limitation  imposed  on  nonfat  dry  milk  should 
be  increased  during  such  pi'riod  without  awiuting  the  recommendations 
of  the  United  States  Tariff  Commission  with  respect  to  such  action; 

NOW,  THEREFORE,  I,  RICHARD  NIXON,  President  of  the 
United  States  of  America,  acting  under  and  by  virtue  of  the  authority 
vested  in  me  as  President,  and  in  conformity  with  the  provisions  of  sec¬ 
tion  22  of  the  Agricultural  Adjustment  Act,  as  amended,  and  the  Tariff 
Classification  Act  of  1962,  do  hereby  proclaim  that  subdivision  (vi)  of 
headnote  3(a)  of  part  3  of  the  Appendix  to  the  Tariff  Schedules  of  the 
United  States  is  amended  to  read  as  follows : 

(vi)  Notwithstanding  any  other  provision  of  this  part,  25,000,000 
pounds  of  dried  milk  descril)ed  in  item  1 15.50  may  be  entered  during  the 
period  beginning  Decemljer  30,  1972,  and  ending  February  15,  1973, 
60,000,000  pounds  of  such  milk  may  be  entered  during  the  period  l^egin- 
ning  May  11,  1973,  and  ending  June  30,  1973,  and  80,000,000  pounds 
of  such  milk  may  be  entered  during  the  period  beginning  July  19,  1973, 
and  ending  August  31,  1973,  in  addition  to  the  annual  quota  quantity 
specified  for  such  article  under  item  950.02,  and  import  licenses  shall 
not  be  required  for  entering  such  additional  quantities.  No  individual, 
partnership,  firm,  corporation,  association,  or  other  legal  entity  (in¬ 
cluding  its  affiliates  or  suljsidiaries)  may  during  each  such  period  enter 
pursuant  to  this  provision  quantities  of  such  additional  dried  milk 
totaling  in  excess  of  2,500,000  pounds. 

The  80,000,000  pound  additional  quota  quantity  provided  for  herein 
shall  continue  in  effect  pending  Presidential  action  upon  receipt  of  the 
report  and  recommendations  of  the  Tariff  Commission  with  respect 
thereto. 

IN  WITNESS  WHEREOF,  I  have  hereunto  set  my  hand  this 
eighteenth  day  of  July  in  the  year  of  our  Lord  nineteen  hundred  seventy- 
three,  and  of  the  Independence  of  the  United  States  of  America  the  one 
hundred  ninety-eighth. 

[FR  Doc.73-15056  Filed  7-18-73  ;5: 36  p.m.] 


FEDERAL  REGISTER,  VOL  38,  NO.  138 — THURSDAY,  JULY  19,  1973 


^HE  PRESIDENT 


EXECUTIVE  ORDER  11730 
Further  Providing  for  the  Stabilization  of  the  Economy 

On  June  13,  1973,  I  ordered  a  freeze  for  a  maximum  period  of  60 
days  on  the  prices  of  all  commodities  and  services  offered  for  sale  except 
the  prices  charged  for  raw  agricultural  products.  At  that  time,  I  stated 
that  the  freeze  period  would  be  used  to  develop  a  new  and  more  effective 
system  of  controls  to  follow  the  freeze.  Planning  for  the  Phase  IV  program 
has  proceeded  rapidly  and  I  have,  therefore,  decided  that  the  freeze  on 
food,  except  for  beef,  should  Ije  removed  and  more  flexible  controls 
substituted  in  a  two-stage  process  in  the  food  industry.  The  first  stage 
will  be  effective  at  4:00  p.m.,  e.s.t.,  July  18,  1973.  The  freeze  in  other 
sectors  of  the  economy  will  continue  through  August  12,  1973.  I  am 
also  directing  the  Cost  of  Living  Council  to  publish  for  comment  now, 
proposed  plans  for  Phase  IV  controls  in  other  sectors  of  the  economy.  I 
have  determined  that  this  action  is  necessary  to  stabilize  the  economy, 
reduce  inflation,  minimize  unemployment,  improve  the  Nation’s  com¬ 
petitive  position  in  world  trade  and  protect  the  purchasing  power  of  the 
dollar,  all  in  the  context  of  sound  fiscal  management  and  effective 
monetary  policies. 

NOW,  THEREFORE,  by  virtue  of  the  authority  vested  in  me  by  the 
Constitution  and  statutes  of  the  United  States,  particularly  the  Economic 
Stabilization  Act  of  1970,  as  amended,  it  is  hereby  ordered  as  follows; 

Section  1.  Executive  Order  11723  establishing  a  freeze  on  prices 
effective  9:00  p.m.  e.s.t.,  June  13,  1973,  for  a  maximum  period  of  60 
days  is  hereby  superseded  except  as  hereinafter  provided.  Under  the 
provisions  of  Executive  Order  11695,  the  freeze  regulations  issued  by 
the  Cost  of  Living  Council,  pursuant  to  the  authority  of  Executive  Order 
11723  remain  in  effect  except  as  the  Chairman  of  the  Cost  of  Living 
Council  may  modify  them.  The  price  freeze  established  by  Executive 
Order  1 1723  remains  in  effect  until  11:59  p.m.,  e.s.t.,  August  12,  1973, 
except  to  the  extent  the  Chairman  of  the  Cost  of  Living  Council  may 
modify  it. 

Sec.  2.  All  orders,  regulations,  circulars,  rulings,  notices  or  other 
directives  issued  and  all  other  actions  taken  by  any  agency  pursuant  to 
Executive  Order  11723,  and  in  effect  on  the  date  of  this  order  are  hereby 
confirmed  and  ratified,  and  shall  remain  in  full  force  and  effect  unless 
or  until  altered,  amended,  or  revoked  by  the  Chairman  of  the  Cost  of 
Living  Council. 

Sec.  3.  This  order  shall  not  operate  to  defeat  any  suit,  action,  prose¬ 
cution,  or  administrative  proceeding,  whether  heretofore  or  hereafter 
commenced,  with  respect  to  any  right  possessed,  liability  incurred,  or 
offense  committed  prior  to  this  date. 

Sec.  4.  Executive  Order  1 1695  continues  to  remain  in  full  force  and 
effect. 


The  White  House, 

July  18, 1973. 

[FR  Doc.73-15057  Filed  7-18-73  ;5;  36  p.m.] 
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Title  6 — Economic  Stabilization 
CHAPTER  I— COST  OF  LIVING  COUNCIL 

PART  130— COST  OF  LIVING  COUNCIL 
PHASE  III  REGULATIONS 

PART  140— COST  OF  LIVING  COUNCIL 
FREEZE  REGULATIONS 

Stage  A  for  Food 

The  purpose  of  these  amendments  to 
the  Cost  of  Living  Coimcil’s  regulations 
is  to  implement  Executive  Order  11730 
by  modifying  the  Freeze  regulations  to 
remove  the  ceilings  on  prices  for  food 
other  than  meat  and  by  amending  the 
Phase  in  regulations  to  remove  its  ceil¬ 
ings  on  prices  for  pork  and  lamb.  These 
changes  comprise  Stage  A  of  Phase  IV 
for  the  food  industry  and  will  last  until 
11:59  p.m.,  e.s.t.,  September  11,  1973. 
During  this  same  time,  "the  ceiling  prices 
on  beef  are  continued  and  Parte  130 
and  140  of  this  chapter  remain  in  effect 
for  food  except  as  herein  modified.  Ef¬ 
fective  September  12,  J973,  all  food  will 
fully  enter  Phase  IV  and  be  subject  to 
regulations  similar  to  the  controls  for 
the  industrial,  wholesale  and  retail 
sectors. 

Food 

During  Stage  A,  the  food  industry  for 
sales  other  than  meat,  will  be  governed 
by  a  new  Subpart  I  to  the  Freeze  Regula¬ 
tions  set  out  in  Part  140.  Subpart  I  estab¬ 
lishes  special  price  rules  for  sales  of 
food  which  allow  a  dollar-for-dollar 
pass-through  of  increases  in  the  costs  of 
raw  agricultural  products,  and  require 
a  dollar-for-dollar  pass-through  of  de¬ 
creases  in  these  costs. 

The  amount  by  which  a  price  can  be 
Increased  imder  Subpart  I  due  to  an 
increase  in  the  cost  of  a  raw  agricultural 
product  is  determined  by  comparing 
costs  during  the  freeze  cost  period  to 
current  costs.  The  excess  of  cm-rent  costs 
over  freeze  costs,  due  to  raw  agricultural 
product  price  increases,  is  an  “allowable 
cost  increase”  which  sellers  can  charge 
above  their  freeze  prices.  Section  140.92 
defines  “freeze  cost”  for  most  purposes 
as  the  average  cost  of  a  raw  agricultural 
product  received  during  the  freeze  cost 
period,  calculated  by  dividing  the  total 
cost  of  that  product  by  the  total  quan¬ 
tity  of  that  product.  Slightly  differing 
rules  apply  to  processed  food  items. 

The  “freeze  cost  period”  is  the  same 
for  a  buyer  as  the  “freeze  base  period” 
is  for  a  seller:  The  period  June  1  through 
June  8,  1973,  or  if  the  buyer  received  no 
deliveries  then,  the  nearest  preceding 
seven-day  period  in  which  he  received 
a  delivery.  “Cost”  is  defined  to  include 
transportation  charges  calculated  at  the 
rates  that  were  charged  during  the 
freeze  cost  period,  but  does  not  include 
service  charges  such  as  brokerage  fees. 

“Current  cost”,  to  which  the  “freeze 
cost”  is  to  be  compared  to  ascertain  an 
“allowable  cost  increase”,  is  determined 
in  the  same  way  as  “freeze  cost”,  except 
that  the  time  period  to  which  one  looks 
is  different.  “Current  cost”  looks  to  the 
purchaser’s  most  recently  completed  “re¬ 
pricing  period”,  which  is  the  time  period 
at  whose  end  a  firm  would  normally 
reprice  a  food  item. 


“Raw  agricultural  products”,  whose 
increased  cost  can  be  passed  on.  is  de¬ 
fined  to  mean  communities  of  the  type 
exempted  in  §  140.31  of  the  Freeze  Regu¬ 
lations. 

“Food”  is  defined  to  mean  an  item  pri¬ 
marily  produced  for  human  or  animal  in¬ 
gestion,  except  for  alcohol,  tobacco, 
drugs,  and  meat  subject  to  Subpart  M  of 
Part  130.  This  definition  differs  in  two 
ways  from  that  formerly  employed  in 
that  it  includes  both  animal  feeds,  and 
items  with  both  food  and  non-food  end 
uses,  such  as  soybean  oil,  so  long  as  their 
primary  use  is  as  food.  An  item  is  not 
treated  as  food  under  this  definition 
until  it  has  been  processed  or,  if  it  is  the 
sort  that  is  sold  in  its  original  physical 
form  for  ultimate  human  consumption 
(not,  as  above,  for  human  or  animal 
consumption),  imtil  after  its  first  sale. 

General  pricing  rules.  Section  140.93 
sets  out  the  methods  for  applying  allow¬ 
able  cost  increases  in  three  basic  situa¬ 
tions.  The  first  is  where  a  raw  agricul¬ 
tural  product  is  sold  for  consiunption  in 
its  original  physical  form.  A  wholesaler 
or  retailer  who  buys  this  good  directly 
from  a  producer  may  charge  a  price 
above  the  freeze  price  to  reflect,  on  a  dol¬ 
lar-for-dollar  basis,  any  allowable  cost 
increase  for  that  good.  Similarly,  when 
costs  go  down  he  must  lower  his  prices  to 
reflect,  on  a  dollar-for-dollar  basis,  this 
decrease. 

The  second  situation  is  where  raw 
agricultural  products  are  purchased  by 
a  food  manufacturer  or  processor  for 
processing.  The  purchaser  may  effect  a 
dollar-for-dollar  pass  through  of  an  al¬ 
lowable  cost  increase  by  raising  the  price 
he  charges  for  the  processed  food  item 
he  prepares  from  these  raw  agricultural 
products  and  must  likewise  lower  his 
prices  when  these  costs  go  down. 

The  final  situation  occurs  when  a  seller 
purchases  a  food  item,  whether  processed 
or  not,  for  resale.  This  seller  may  pass 
through,  on  a  dollar-for-dollar  basis,  any 
Increases  in  allowable  costs  which  have 
been  passed  on  to  him,  and  must  also 
reflect  any  decreases  in  the  cost  of  raw 
agricultural  products  which  have  been 
passed  on  to  him. 

Certification.  Section  140.93  provides 
that  changes  in  the  cost  of  raw  agricul¬ 
tural  products  are  passed  up  the  dis¬ 
tribution  chain  by  means  of  a  certifica¬ 
tion  on  the  invoice.  The  person  in  the 
distribution  chain  who  first  experiences  a 
change  in  his  costs  stemming  from  a 
change  in  the  prices  for  raw  agricultural 
products,  must  state  on  each  invoice  to 
his  customer  the  amount  of  the  price 
charged  that  is  due  to  an  allowable  cost 
increase  being  passed  through  under  this 
Subpart,  and  the  amount  due  to  a  re¬ 
quired  cost  decrease.  He  also  certifies  on 
the  invoice,  in  the  form  set  out  in  §  140.- 
97,  that  any  increase  has  been  passed 
through  only  on  a  dollar-for-dollar  basis, 
and  that  all  required  decreases  have  been 
passed  through  on  a  dollar-for-dollar 
basis. 

A  person  who  buys  from  him  may  in 
turn  pass  any  increase  on  (and  must  pass 
any  decrease  on)  by  making  the  proper 
certification  on  the  invoices  that  he  gives 
his  customers.  At  the  end  of  the  distribu¬ 


tion  chain,  the  retailer  is  not  required  to 
supply  any  certification  to  his  customers. 
While  a  food  firm  may  take  an  allowable 
cost  increase  at  any  time  after  it  is  in¬ 
curred,  it  must  make  a  required  cost  de¬ 
crease  upon  the  expiration  of  the  re¬ 
pricing  period  during  which  the  cost 
decrease  occurs. 

All  decreases  must  be  passed  through, 
but  they  may  be  balanced  by  any  allow¬ 
able  cost  increases  which  have  not  been 
taken.  Once  the  current  cost  goes  below 
the  freeze  cost,  however,  a  seller  must 
decrease  the  price  he  charges  even  if  he 
did  not  take  advantage  of  any  allowable 
cost  increases,  because  when  freeze  cost 
and  current  cost  are  the  same,  by  defini¬ 
tion  any  earlier  allowable  cost  increases 
will  have  been  matched  by  required  cost 
decreases. 

Other  rules.  Section  140.93(d)  sets  out 
a  fourth  situation  in  which  increases  may 
be  passed  on  as  allowable  cost  increases. 
A  firm  whose  costs  for  a  food  item  during 
the  freeze  cost  period  exceeded  its  freeze 
price  (and  which  was  therefore  stuck  in 
a  loss  position),  may  under  this  para¬ 
graph  reach  back  to  January  10,  1973 
to  find  increases  in  raw  agriciiltural 
product  costs.  To  the  extent  these  in¬ 
creases  are  not  already  reflected  in  the 
freeze  price,  they  may  be  used  to  justify 
price  adjustments  in  the  same  manner 
as  allowable  cost  Increases  and,  when 
properly  certified,  passed  up  the  distribu¬ 
tion  chain.  They  may  not,  however,  be 
used  as  justification  for  charging  a  price 
above  the  freeze  cost.  Any  price  above 
freeze  cost  must  be  justified  as  an  allow¬ 
able  cost  under  paragraph  (a),  (b),  or 
(c)  of  §  140.93. 

Inventory  may  also  be  repriced  if  the 
average  cost  of  a  food  item  in  inventory 
exceeds  the  freeze  price.  However,  a  price 
charged  for  repriced  inventory  may  not 
exceed  the  average  cost  of  the  food  item 
during  its  cost  base  period  and  may  not 
reflect  allowable  cost  Increases.  Like 
other  price  adjustments,  these  may  be 
passed  on  to  piirchasers  when  certified 
on  an  invoice. 

Food  service  organizations  which  sell 
meat  are  subject  to  the  freeze  rather 
than  meat  ceiling  prices.  Section  140.93 
(f)  allows  these  organizations  to  also 
pass  through  increased  costs  for  pork 
and  lamb  in  the  same  manner  provided  in 
the  new  §  130.128  for  other  sellers  of 
meat  derived  from  swine  and  sheep. 

Finally,  a  price  change  made  under 
Subpart  I  does  not,  according  to  §  140.98, 
trigger  the  prenotification  provisions 
of  Subpart  F  of  Part  130,  relating  to  food 
firms,  but  it  does  create  a  requirement 
under  §  140.99  that  firms  with  annual 
sales  or  revenues  over  $50  million  keep 
records  justifying  the  price  change. 

Freeze  price  information  and  com¬ 
modity  futures. 

Because  food  prices  will  now  fluctuate, 
§  140.20(c)  is  amended  to  exempt  sellers 
of  food  from  the  freeze  price  informa¬ 
tion  requirements.  However,  sellers  must 
still  maintain  complete  records  on  freeze 
prices  and  make  them  available  on  re¬ 
quest  to  representatives  of  the  Economic 
Stabilization  Program.  Due  to  the  re¬ 
lease  of  food  prices  from  the  freeze,  the 
commodity  futures  exemption  has  also 
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been  broadened  to  exempt  commodities 
subject  to  the  provisions  of  Subpart  L 

Pork  and  Laub 

The  other  major  change  for  food  is 
the  rwnoval  of  the  ceiling  on  prices  for 
pork  and  lamb.  ITiese  meat  items  are 
treated  in  a  similar  manner  to  food  under 
Subpart  I.  Prices  may  now  be  charged 
in  excess  of  ceiling  prices  to  reflect  in¬ 
crease  raw  material  costs  on  a  dollar-for- 
dollar  basis  in  accordance  with  special 
rules  set  forth  in  Subpart  M  to  Part  130. 

The  special  rules  for  pork  and  lamb 
are  structured  around  a  change  in  the 
gross  margin  rule  in  §  130.57d.  This  rule 
limits  the  pass-through  of  the  cost  of 
meat  raw  materials  to  a  dollar-for-dollar 
basis  for  firms  engaged  in  slaughtering 
and  processing  of  livestock  or  the  manu- 
factiu-ing  of  meat  products.  The  amend¬ 
ment  .to  the  gross  margin  rule  in 
§  130.57d(e)  establishes  a  special  pricing 
rule  for  firms  slaughtering  or  processing 
swine  and  sheep  by  which  these  firms  will 
calculate  permissible  total  sales  revenues 
for  the  period  July  18  to  September  12, 
1973. 

Subpart  M  of  Part  130  is  then  amended 
to  permit  meat  firms  slaughtering  or 
processing  meat  items  derived  from 
swine  and  sheep  to  charge  a  price  in 
excess  of  a  ceiling  price  to  the  extent 
necessary  to  permit  the  total  sales  rev¬ 
enues  for  the  period  July  18,  1973  to 
September  12.  1973  to  equal  the  permis¬ 
sible  total  sales  revenues  for  the  period 
July  18-September  12,  1973  as  calculated 
in  §  130.57d(e).  Meat  prices  must  also 
be  decreased  to  the  extent  necessary  to 
maintain  the  firm’s  total  sales  revenues 
for  July  18-September  12  within  its  per¬ 
missible  total  sales  revenues  for  that 
period. 

Like  the  rules  in  Subpart  I,  whenever 
a  firm  adjusts  a  price  in  accordance  with 
the  rules  in  §  130.127,  it  must  certify  the 
adjustment  on  an  invoice  to  its  cus¬ 
tomers.  These  w’holesalers  and  retailers 
may  then  in  turn  under  §  130.128  charge 
a  price  in  excess  of  their  ceiling  price  to 
refiect,  on  a  dollar-for-dollar  basis,  the 
price  increase  certified  on  the  invoice. 
Wholesalers  and  retailers  must  also  de- 
crea.se  prices  on  a  dollar-for-dollar  basis 
to  reflect  price  decrea.ses  certified  on 
invoices. 

Any  price  adjustments  made  pursuant 
to  these  special  rules  for  sales  of  pork 
and  lamb  are  exempt  from  the  prenoti¬ 
fication  requirements  of  Subpart  P.  Each 
firm  w-ith  annual  sales  or  revenues,  in 
excess  of  $50  million  derived  from  sales 
of  food  must,  however,  maintain  com¬ 
prehensive  records  on  all  price  adjust¬ 
ments  made  pursuant  to  §  130.127  and 
?130.128. 

Because  prices  for  pork  and  lamb  will 
now  fluctuate  like  food  prices,  sellers  of 
meat  derived  from  swine  and  sheep  are 
exempt  from  the  ceiling  price  informa¬ 
tion  requirements  of  I  130.124.  The  ceil¬ 
ing  on  prices  for  meat  futures  is  also  re¬ 
moved  with  respect  to  meat  items  derived 
from  swine  and  sheep  which  are  subject 
to  §  130.127. 

Because  the  purpose  of  these  regula¬ 
tions  is  to  provide  immediate  guidance 
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as  to  Executive  Order  11730  and  to  Cost 
of  Living  Coimcil  decisions,  I  find  that 
publication  in  {u:cordance  with  normal 
rule  making  procedure  is  impracticable 
and  that  good  cause  exists  for  making 
these  regulations  effective  in  less  than  30 
days.  Interested  persons  may  submit 
communications  regarding  these  regula¬ 
tions.  Communications  should  be  Eid- 
dressed  to  the  Office  of  General  Counsel, 
Cost  of  Living  Council,  Special  Freeze 
Group,  Washington,  D.C.  20508. 

(Economic  Stabilization  Act  of  1970,  as 
amended,  I^ib.  L.  92-210,  85  Stat.  743;  Pub. 
L.  93-28,  87  Stat.  27;  E.O.  11695,  38  FR  1473, 
Cost  of  Living  Council  Order  No.  14,  38  FR 
1489;  E.O.  11730,  38  FR  19345) 

In  consideration  of  the  foregoing. 
Chapter  I  of  Title  6  of  the  Code  of  Fed¬ 
eral  Regulations  is  Eunended  as  follows, 
effective  4:00  pjn.,  e^.t.,  July  18, 1973. 

Lssued  in  Washington,  D.C.,  on  July  18, 
1973. 

Jabces  W.  McLane, 
Deputy  Director,  Cost  of  Living 
Council,  and  Director,  Special 
Freeze  Group. 

§  130.57cl  [Amended] 

1.  §  130.57d(c)  (1)  is  amended  to  read: 

“Livestock”  means — 

(i)  For  the  purpose  of  calculating  the 
pricing  rule  in  paragraph  (d),  cattle. 

(ii)  For  the  purpose  of  calculating  the 
special  pricing  rule  in  paragraph  (e), 
swine  and  sheep. 

2.  §  130.57d(c)  (2)  is  amended  to  read: 

“Meat  products”  means — 

(i)  For  the  purpose  of  calculating  the 
pricing  rule  in  paragraph  (d) ,  “meat”  Eis 


Base 

Meat  raw 

pericxi 

material  for 

gross 

the  period 

margin 

X 

July  18- 

per 

Sept.  12. 1973 

hundred¬ 

measured  by 

weight 

hundredweight 

(2)  In  computing  meat  raw  material 
and  meat  raw  material  costs  for  the 
period  July  18-September  12,  1973  for 
the  purpose  of  determining  permissible 
total  sales  revenues  for  the  period 
July  18-September  12,  1973,  a  firm  must 
exclude  all  livestock,  semi-processed 
livestock,  and  meat  products  purchased 
and  resold  without  change  in  form. 

(3)  Sales  revenues  in  the  period 
July  18-September  12,  1973  may  exceed 
the  permissible  total  sales  revenue  cal¬ 
culated  by  application  of  the  formula 
provided  in  paragraph  (d)(1)  of  this 
section  if  the  excess  results  from:  (i) 
Allowable  cost  increases  other  than  meat 
raw  material  costs,  or  (ii)  seasonal  pat¬ 
terns  or  a  change  in  product  mix.  Any 
justification  based  upon  seasonal  pat¬ 
terns  or  a  change  in  product  mix  shall 
be  reported  or  retained  in  the  records, 
as  appropriate,  and  be  subject  to  review 
by  the  Council. 

§  1.30.121  [Amended] 

5.  §  130.121(a)  Is  amended  as  follows: 

(a)  CeiZtn<;  prices.  Effective  9:00  e.s.t., 
March  29,  1973,  no  seller  of  meat  subject 
to  this  subpart  may  charge  to  any  class 
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defined  in  §  130.123  derived  from  cattle 
and  any  “meat  food  product”  as  defined 
in  9  CFR  301.2(vv)  which  is  meat  imder 
the  definition  in  S  130.123  and  which  con¬ 
tains  over  40  percent  of  “meat”,  eis  de¬ 
fined  in  9  CFR  301.2(tt),  and  “meat  by 
product”,  as  defined  in  9  CFR  301.2(uu), 
derived  from  cattle. 

(ii)  For  the  purpose  of  calculating  the 
pricing  rule  in  paragraph  (e) ,  “meat”  eis 
defined  in  §  130.123  derived  from  swine 
and  sheep  and  Etny  “meat  food  product” 
as  defined  in  9  CJFR  301. 2 (w)  which  is 
meat  imder  the  definition  in  S  130.123 
and  which  contains  over  40  percent  of 
“meat”,  eis  defined  In  9  CFR  301.2(tt), 
Eind  “meat  by  product”,  as  defined  In  9 
CFR  301.2(uu),  derived  from  swine  Eind 
sheep. 

3.  §  130.57d(e)  EUid  §  130.57d(f)  are 
renumbered  §  130.57d(f)  and  S  130.57d 
(g)  respectively. 

4.  §  130.57d(e)  is  added  to  read  as 
follows: 

(e)  Special  pricing  rule  for  swine  and 
sheep.  (1)  Effective  4:00  p.m.,  ejs.t., 
July  18,  1973  until  11:59  p.m.,  e.s.t., 
September  11,  1973,  except  els  provided 
in  paragraph  (d)(3)  of  this  section,  per¬ 
missible  total  sales  revenues  for  the  pe¬ 
riod  July  18-September  12,  1973  may  not 
exceed  an  amount  derived  from  the  fol¬ 
lowing  computation:  the  base  period 
gross  margin  multiplied  by  the  meat  raw 
material  during  the  period  July  18- 
September  12,  1973  plus  meat  raw  mate- 
riEil  cost  during  the  period  July  18- 
September  12,  1973.  This  computation  is 
illustrated  by  use  of  the  following 
equation : 

Meat  raw  Permissible 

material  total  sales 

costs  for  revenues  for 

+  the  period  =  the  period 
July  18-  July  18- 

Sept.  12,  Sept.  12, 

1973.  1973. 

of  purchaser,  Eind  no  pm-chaser  of  meat 
subject  to  this  subpart  may  pay,  a  price 
for  any  meat  item  which  exceeds  the 
ceiling  price  chEu-ged  for  that  item  in 
transactions  with  the  same  cIeiss  of  pur- 
chEiser  during  the  meat  ceiling  bfise  pe¬ 
riod  except  pursuant  to  the  special  rule 
In  §  130.127.  Any  decrcEise  in  quantity  or 
quality  of  a  meat  item  without  a  com¬ 
mensurate  reduction  in  the  price  of  that 
item  constitutes  a  price  increEise  for  that 
item. 

§  1.30.122  [Amendetl] 

6.  §  130.122  is  amended  to  read  eis 
follows : 

This  subpart  shall  remain  in  effect  un¬ 
til  11:59  p.m.,  e.s.t.,  September  11, 
1973. 

§  1.30.124  [.4nioii«lod] 

7.  §  130.124  is  Eimended  to  add  a  para¬ 
graph  (f)  which  reads  as  follows: 

(f)  Sellers  of  meat  derived  from  swine 
and  sheep  are  exempt  from  the  require¬ 
ments  of  this  section  with  respect  to  meat 
items  derived  from  swine  Eind  sheep 
offered  for  sale.  Each  seller  of  meat  items 
derived  from  swine  and  sheep  shEill,  how- 
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ever,  maintain  records  containing  cal¬ 
culations  and  supporting  data  upcm 
which  ceiling  prices  for  this  meat  item 
are  based  at  the  location  where  pricing 
decisions  with  respect  to  these  meat  items 
are  ordinarily  made.  This  Informatlcm 
should  be  made  available  on  request  to 
representatives  of  the  Economic  Stabiliz¬ 
ation  Program. 

§  130.126  [Amended]  ' 

8.  §  130.126(a)  is  amended  to  read  as 
follows: 

(a)  Applicability.  This  section  applies 
to  any  futures  contract  on  an  organized 
commodities  exchange  in  which  the  sub¬ 
ject  of  that  contract  is  a  meat  item  the 
sales  of  which  are  subject  to  this  subpart 
other  than  a  meat  item  subject  to  §  130.- 
127  (further  referred  to  in  this  section 
as  a  meat  future  or  a  meat  futures  con¬ 
tract).  It  applies  only  with  respect  to 
meat  futures  which  calls  for  delivery 
during  the  months  of  July  and  August, 
1973. 

9.  §  130.127  is  added  to  read  as  follows: 

§  130.127  Special  price  rules  for  firms 
engaged  in  slaughtering  and  process¬ 
ing  swine  and  sheep. 

(a)  Notwithstanding  the  price  rule  in 
§  130.121,  effective  4:00  p.m.,  e.s.t.,  July 
18,  1973,  a  firm  subject  to  §  130.57d 
which  sells  meat  derived  from  swine  and 
sheep  may  charge  to  any  class  of  pur¬ 
chaser,  and  a  purchaser  of  meat  subject 
to  this  subpart  which  is  derived  from 
swine  and  sheep  may  pay,  a  price  for  any 
meat  item  derived  from  swine  and  sheep 
w'hich  exceeds  the  ceiling  price  charged 
for  that  item  in  transactions  with  the 
same  class  of  purchaser  during  the  meat 
ceiling  base  period  to  the  extent  neces¬ 
sary  to  permit  the  total  sales  revenue 
for  the  F>eriod  July  18,  1973  to  Septem¬ 
ber  12,  1973  to  equal  the  permissible  total 
sales  revenues  for  the  period  July  18 — 
September  12,  1973  as  calculated  in 
§  130.57d(e). 

(b)  A  firm  subject  to  §  130.57d  which 
sells  meat  derived  from  swine  and  sheep 
must  decrease  a  price  for  a  meat  item 
derived  from  swine  and  sheep  below  ceil¬ 
ing  price  to  the  extent  necessary  to 
maintain  the  firm’s  total  sales  revenues 
for  the  period  July  18,  1973  to  Septem¬ 
ber  12,  1973  within  the  permissible  total 
sales  revenues  for  the  period  July  18 — 
September  12,  1973  as  calculated  in 
§  130.57d(e). 

(c)  For  purposes  of  these  special  rules, 
any  “meat  food  product”  as  defined  in  9 
CFR  301.2(vv)  which  is  meat  imder  the 
definition  in  §  130.123  and  which  con¬ 
tains  over  40%  of  “meat”,  as  defined  in 
9  CFR  301.2(tt),  and  “meat  by  product”, 
as  defined  in  9  CFR  301.2(uu),  derived 
from  swine  and  sheep  shall  be  considered 
a  meat  item  derived  from  swine  and 
sheep. 

(d)  Whenever  a  firm  subject  to 
S  130.57d  which  sells  meat  derived  from 
swine  and  sheep  increases  or  decreases  a 
price  in  accordance  with  the  special  rules 
in  this  section,  it  must — 

(1)  State  on  each  invoice  to  its  cus¬ 
tomers  the  part  of  the  price  charged  for 
each  meat  item  derived  from  swine  and 


sheep  that  is  due  to  a  price  increase  al¬ 
lowable  under  the  special  rule  in  para¬ 
graph  (a)  and  the  decreases  in  the  price 
charged  in  accordance  with  the  special 
rule  in  paragraph  (b)  and 

(2)  Certify  on  each  invoice  to  its  cus¬ 
tomers  that  the  part  of  the  price  charged 
for  each  meat  item  derived  from  swine 
and  sheep  which  refiects  a  price  increase 
allowable  under  the  special  rule  in  para¬ 
graph  (a)  is  on  a  dollar-for-dollar  basis 
only  and  that  price  decreases,  if  any, 
required  by  the  special  rule  in  paragraph 
(b)  have  been  refiected  on  a  dollar-for- 
dollar  basis  in  the  price  charged. 

10.  §  130.128  is  added  to  read  as  fol¬ 
lows: 

§  130.128  Special  price  rules  for  whole¬ 
salers  and  retailers  of  swine  and 
sheep. 

(a)  Sellers  purchasing  for  resale  meat 
items  derived  from  swine  and  sheep  may 
charge  a  price  in  excess  of  a  ceiling 
price  for  a  meat  item  derived  from  swine 
and  sheep  to  refiect,  on  a  dollar-for-dol¬ 
lar  basis,  a  price  increase  allowable  imder 
the  special  rule  in  §  130.27(a)  whenever 
a  firm  subject  to  5  130.57d  or  a  whole¬ 
saler  certifies  to  the  seller  on  an  invoice 
that  the  price  of  the  meat  item  con¬ 
cerned  has  been  increased  in  accordance 
with  the  special  rule  in  §  130.127(a). 

(b)  Sellers  purchasing  for  resale  meat 
items  derived  from  swine  and  sheep  must 
decrease  a  price  charged  for  a  meat  item 
derived  from  swine  and  sheep  to  refiect, 
on  a  dollar-for-dollar  basis,  a  price  de¬ 
crease  with  respect  to  a  meat  item  when¬ 
ever  a  firm  subject  to  §  130.57d  or  a 
wholesaler  certifies  on  an  invoice  that  the 
price  of  the  meat  item  concerned  has 
been  decreased  in  accordance  with  the 
special  rule  in  §  130.127(b). 

(c)  Whenever  a  wholesaler  of  meat 
items  derived  from  swine  and  sheep  in¬ 
creases  or  decreases  a  price  in  accord¬ 
ance  with  the  rules  in  this  section,  it 
must: 

(1)  State  on  each  invoice  to  its  cus¬ 
tomers  the  part  of  the  price  charged  for 
each  meat  item  derived  from  swine  and 
sheep  that  is  due  to  a  price  increase  al¬ 
lowable  under  the  special  rule  in  para¬ 
graph  (a)  of  this  section  and  the  de¬ 
creases  in  the  price  charged  in  accord¬ 
ance  with  the  special  rule  in  paragraph 
(b)  of  this  section,  and 

(2)  Certify  on  each  invoice  to  its  cus¬ 
tomers  that  the  part  of  the  price  charged 
for  each  meat  item  derived  from  swine 
and  sheep  which  refiects  a  price  increase 
allowable  under  the  special  rule  in  par¬ 
agraph  (a)  is  on  a  dollar-for-dollar  basis 
only  and  that  price  decreases,  if  any, 
required  by  the  special  rule  in  paragraph 
(b)  have  been  refiected  on  a  dollar-for- 
dollar  basis  in  the  price  charged. 

11.  Section  130.129  is  added  to  read  as 
follows : 

§  1.30.129  Roquirrmonts  for  sellers  of 
swine  and  sh€*ep. 

(a)  Invoice  Certification.  A  seller  re¬ 
quired  by  §  130.127  or  §  130.128  to  certify 
an  invoice  shall  use  the  following  form: 

This  is  to  certify  that  the  price  adjustments 
specified  on  this  invoice  reflect,  on  a  dollar- 
for-dollar  basis,  only  allowable  adjustments 


to  the  prices  of  meat  Items  derived  from 
swine  and  sheep  and  that  such  price  adjust¬ 
ments  were  properly  calculated  according  to 
the  applicable  regulations  of  the  Cost  of 
Living  Council. 

Company 

(Signature) 

By . - . 


Position 


(b)  Prenotification  requirements.  The 
prenotification  requirements  of  Subpart 
F  of  Part  130  do  not  apply  to  price  ad¬ 
justments  made  pursuant  to  §  130.127 
and  §  130.128. 

(c)  Recordkeeping  requirements.  Each 
firm  with  annual  sales  or  revenues  in  ex¬ 
cess  of  $50  million  derived  from  sales  of 
food  shall  maintain  comprehensive  rec¬ 
ords  on  all  price  adjustments  made  pur¬ 
suant  to  §  130.127  and  §  130.128.  The  cal¬ 
culations  and  supporting  data  used  to 
determine  freeze  costs  and  current  costs 
and  certified  invoices  used  to  justify 
price  adjustments  shall  be  maintained  by 
the  firm  at  each  pricing  center  and  shall 
be  made  available  on  request  to  repre¬ 
sentatives  of  the  Economic  Stabilization 
Program. 


§  140.1  [Amended] 

12.  §  140.1(a)  is  amended  to  read  as 
follows: 

(a)  The  purpose  of  this  part  is  to  im¬ 
plement  the  provisions  of  Executive 
Order  11730  which  continues  the  freeze 
on  prices  for  commodities  and  services 
imposed  by  Executive  Order  11723.  Ex¬ 
cept  as  provided  in  paragraph  (b)  of  this 
Section,  the  provisions  of  this  part  are  in 
addition  to  the  provisions  of  Part  130  of 
this  title  with  respect  to  prices  charged 
or  received  for  commodities  and  services 
beginning  9:00  p.m.,  e.s.t.,  June  13,  1973 
and  shall  not  operate  to  abrogate  any 
requirements  imposed  under  Part  130. 
This  part  shall  remain  in  general  effect 
until  11:59  p.m.,  e.s.t.,  Aug.  12, 1973,  after 
which  Phase  rv  shall  commence  except 
that  the  freeze  on  prices  for  food  as  modi¬ 
fied  by  Subpart  I  shall  remain  in  effect 
until  11:59  p.m.,  e.s.t.,  September  11, 
1973.  To  the  extent  that  the  provisions 
of  this  part  are  in  conflict  with  the  provi¬ 
sions  of  Part  130,  the  provisions  of  this 
part  control,  except  that  the  provisions 
of  this  part  shall  not  operate  to  permit 
prices  higher  than  permitted  under  Part 
130.  The  provisions  of  this  part  do  not 
extend  to— 

(1)  Wages  and  salaries,  which  continue 
to  be  subject  to  the  program  established 
pursuant  to  Executive  Order  11695; 

(2)  Interest  and  dividends,  which  con¬ 
tinue  to  be  subject  to  the  program  estab¬ 
lished  by  the  Committee  on  Interest  and 
Dividends;  and 

(3)  Rents,  which  continue  to  be  sub¬ 
ject  to  controls  only  to  the  limited  ex¬ 
tent  provided  in  Executive  Order  11695. 


§  140.20  [Amended] 

13.  §  140.20(c)  is  amended  to  read  as 
follows: 

(C)  Sellers  of  food  as  defined  in  §  140.- 
92  are  exempt  from  the  requirements  of 
paragraphs  (a)  and  (b)  of  this  section 
with  respect  to  food  offered  for  sale.  Each 
seller  of  food  shall,  however,  in  addition 
to  the  requirements  imposed  by  §  140.99 
maintain  records  containing  calculations 
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and  supporting  data  upon  which  freeze 
prices  for  food  are  bas^  at  the  location 
where  pricing  decisions  with  respect  to 
food  are  ordinarily  made.  This  informa¬ 
tion  shall  be  made  available  on  request 
to  representatives  of  the  Economic  Sta¬ 
bilization  Program. 

14.  §  140.34  is  amended  to  read  as  fol¬ 
lows: 

§110.34  Commodity  future?*. 

(ai  The  purchase  or  sale  of  a  com¬ 
modity  future  on  an  organized  commodi¬ 
ties  exchange  is  exempt  if  the  sale  of  the 
commodity  itself  is  exempt  or  if  the  com¬ 
modity  is  subject  to  the  provisions  of 
Subpart  I  of  this  Part. 

(b)  If  the  sale  of  the  commodity  it¬ 
self  is  nonexempt  and  the  commodity  Is 
not  subject  to  the  provisions  of  Subpart 
1  of  this  Part,  the  following  rules  apply: 

(1)  Except  as  provided  in  paragraph 
(b)(2)  of  this  section,  the  purchase  or 
sale  of  a  commodity  future  on  an  orga¬ 
nized  commodities  exchange  is  exempt 
but  delivery  of  the  commodity  piirsuant 
to  the  futures  contract  may  not  be  made 
at  a  price  higher  than  the  freeze  price. 

(2)  The  purchase  or  sale  on  an  orga¬ 

nized  commodities  exchange  of  a  futures 
contract  calling  for  delivery  in  July  or 
August,  1973,  is  nonexempt  and  is  subject 
to  the  requirements  of  §  140.15  of  this 
part.  Delivery  pursuant  to  that  futures 
contract  is  also  subject  to  §  140.15  of  this 
part  unless  delivery  takes  place  prior  to 
July  4, 1973.  If  delivery  takes  place  imder 
that  contract  prior  to  July  4,  1973,  de¬ 
livery  may  not  be  made  at  a  price  higher 
than  the  freeze  price.  _ 

15.  Subpart  I  is  added  to  6  C7FR  Part 
140  which  reads  as  follows: 

Subpart  I — Special  Price  Rules  for  Food 
§  140.91  Scope. 

This  Subpart  modifies  the  general 
freeze  price  rule  by  establishing  special 
price  rules  for  sales  of  food.  The  freeze 
prices  for  food  remain  as  defined  in 
§  140.2.  These  special  rules,  however,  now 
both  allow  a  seller  to  charge  a  price  in 
excess  of  a  freeze  price  to  pass  through 
to  a  purchaser  on  a  dollar-for-dollar 
basis  increases  in  the  costs  of  raw  agri- 
cultiu'al  products  and  require  a  seller 
to  decrease  a  price  to  pass  on  to  a  pur¬ 
chaser  decreases  in  the  costs  of  raw 
agricultiiral  products.  The  special  rule 
does  not  apply  to  sales  of  meat  subject  to 
Subpart  M  of  Part  130  of  this  Chapter. 
Part  130  and  Part  140  of  this  Chapter 
otherwise  remain  in  effect  except  as 
modified  herein. 

§  140.92  Dcrmilion*. 

“Allowable  cost  Increase”  means  any 
Incremental  difference  between  current 
cost  and  freeze  cost  resulting  from  in¬ 
creases  in  the  average  cost  per  item  of 
raw  agricultural  products. 

“Cost”  means  the  total  price  paid  by 
the  purchaser  including  allocated  trans¬ 
portation  charges  calculated  at  the  rates 
in  effect  during  the  freeze  cost  period 
less  brokerage  fees  or  other  service 
charges. 

“Current  cost”  means — 

(1)  In  the  case  of  raw  agricultural 
products  sold  for  ultimate  consumption 


In  their  original  physical  form  which 
were  purchased  dlrwtJy  from  a  producer, 
the  average  cost  of  each  raw  agricul¬ 
tural  product  received  during  the  repric¬ 
ing  period.  The  average  cost  is  deter¬ 
mined  by  dividing  the  total  cost  of  each 
product  received  during  the  most  re¬ 
cently  completed  repricing  period  by  the 
total  quantity  of  each  product  received 
during  that  repricing  period. 

(2)  In  the  case  of  processed  food 
items,  the  average  cost  of  the  raw  agri¬ 
cultural  products  received  during  the 
most  recently  completed  repricing  period 
for  processing  or  manufacturing  into  the 
processed  food  item  concerned.  The  av¬ 
erage  cost  of  the  raw  agricultural  prod¬ 
ucts  is  determined  by  adding  on  a 
weighted  basis  the  average  cost  of  each 
product.  The  average  cost  of  each  prod¬ 
uct  Is  determined  by  dividing  the  total 
cost  of  each  product  received  during  the 
most  recently  completed  repricing  pe¬ 
riod  by  the  total  quantity  of  each  prod¬ 
uct  received  during  that  repricing  period. 

“Pood”  means,  for  purposes  of  this 
Subpart,  an  item  primarily  produced  or 
manufactured  for  human  or  animal  in¬ 
gestion  except  alcoholic  beverages,  to¬ 
bacco  products,  drugs,  and  meat  sub¬ 
ject  to  Subpart  M  of  Part  130  of  this 
Chapter.  An  item  is  not  food  within  the 
meaning  of  this  definition  until  it  loses 
its  original  physical  form  and  is  proc¬ 
essed  or,  if  it  is  of  a  tsre  sold  for  ulti¬ 
mate  human  consumption  in  its  original 
physical  form,  imtil  after  the  first  sale 
by  the  producer  or  grower. 

“Food  firm”  means  any  manufacturer, 
service  organization,  wholesaler  or  re¬ 
tailer  engaged  in  the  sale  of  food. 

“Freeze  Cost”  means — 

(1)  In  the  case  of  raw  agricultural 
products  sold  for  ultimate  consumption 
in  their  original  physical  form  which 
were  purchased  directly  from  a  producer, 
the  average  cost  of  each  raw  agricul¬ 
tural  product  received  during  the  freeze 
cost  period.  The  average  cost  is  deter¬ 
mined  by  dividing  the  total  cost  of  each 
product  received  during  the  freeze  cost 
period  by  the  total  quantity  of  each  prod¬ 
uct  received  during  that  period. 

(2)  In  the  case  of  processed  food  items, 
the  average  cost  of  the  raw  agricultural 
products  received  during  the  freeze  cost 
period  for  processing  or  manufacturing 
into  the  processed  food  items  concerned. 
The  average  cost  of  the  raw  agricultural 
products  is  determined  by  adding  on  a 
weighted  basis  the  average  cost  of  each 
product.  The  average  cost  of  each  prod¬ 
uct  is  determined  by  dividing  the  total 
cost  of  each  product  received  during  the 
freeze  cost  period  by  the  total  quantity 
of  each  product  received  during  the 
freeze  cost  period. 

(3)  In  the  case  of  new  processed  food 
items  which  the  firm  had  not  previously 
produced,  the  food  firm  should  use  the 
weighted  sum  of  the  costs  of  the  first 
shipments  of  each  raw  agricultural  prod¬ 
uct  purchased  for  processing  or  manu¬ 
facturing  into  the  processed  food  items 
concerned. 

"FYeeze  cost  period”  means — 

(1)  The  period  June  1  through  June  8, 
1973;  or 

(2)  In  the  case  of  a  purchaser  who 


received  no  deliveries  during  that  period, 
the  nearest  preceding  seven -day  period 
in  which  he  received  a  delivery. 

“Raw  agricultural  products”  means 
commodities  of  the  type  specifically  ex¬ 
empted  in  §  140.31. 

“Repricing  period”  means  any  time 
period  at  the  close  of  which  a  food  firm, 
in  accordance  with  its  customary  pric¬ 
ing  practices  and  at  its  lowest  customary 
pricing  level,  would  normally  reprice  a 
food  item.  If  no  deliveries  of  raw  agri¬ 
cultural  products  were  received  during 
that  period,  repricing  period  means  the 
nearest  preceding  seven-day  period  in 
which  the  food  firm  received  a  delivery. 

§  140.93  Special  price  rules. 

Effective  4:00  p.m.,  es.t.,  July  18,  1973, 
food  firms  are  subject  to  the  following 
special  price  rules: 

(a)  Raw  agrictUtaral  products  sold  for 
consumption  in  original  form,  (1)  Whole¬ 
salers  and  retailers  which  purchase  di¬ 
rectly  from  a  producer  for  resale  raw 
agricultural  products  sold  for  ultimate 
consumptiMi  in  their  original  physical 
form  may  charge  a  price  in  excess  of  the 
freeze  price  for  a  food  item  to  reflect,  on 
a  dollar-for-dollar  basis,  an  allowable 
cost  increase  with  respect  to  that  food 
item. 

(2)  Wholesalers  and  retailers  which 
purchase  directly  from  a  producer  for  re¬ 
sale  raw  agricultural  products  sold  for 
ultimate  consumption  in  their  original 
physical  form  must  decrease  the  price 
charged  for  a  food  item  whenever  cur¬ 
rent  cost  is  less  than  freeze  cost  or  less 
than  the  current  cost  for  the  most  recent 
repricing  period  to  reflect,  on  a  dollar- 
for-dollar  basis,  the  decrease  in  current 
costs  with  respect  to  that  food  item. 

(3)  Whenever  a  wholesaler  of  raw 
agricultural  products  sold  for  ultimate 
consumption  in  their  original  physical 
form  increases  or  decreases  a  price  in  ac¬ 
cordance  with  the  rule  in  this  paragraph, 
it  must: 

(1)  State  on  each  invoice  to  its  cus¬ 
tomers  the  part  of  the  price  charged  for 
each  item  that  is  due  to  allowable  cost 
increases  passed  through  pursuant  to 
the  rule  of  this  paragraph  and  the  de¬ 
creases  in  the  price  charged  passed 
through  in  accordance  with  the  rule  of 
this  paragraph,  and 

(ii)  Certify  on  each  invoice  to  its  cus¬ 
tomers  that  the  part  of  the  price  charged 
for  each  item  which  reflects  allowable 
cost  increases  passed  through  piu^uant 
to  this  paragraph  is  on  a  dollar-for-dol¬ 
lar  basis  only  and  that  price  decreases, 
if  any,  required  by  this  paragraph  have 
been  reflected  on  a  dollar-for-dollar 
basis  in  the  price  charged. 

(b)  Raw  agricultural  products  pur¬ 
chased  for  processing.  (1)  Food  manufac¬ 
turers  and  processors  which  purchase 
raw  agricultural  products  for  processing 
may  charge  a  price  in  excess  of  the 
freeze  price  for  a  processed  food  item  to 
reflect,  on  a  dollar-for-dollar  basis,  an 
allowable  cost  increase  with  respect  to 
that  food  item. 

(2)  Food  manufacturers  and  proces¬ 
sors  which  purchase  raw  agricultural 
products  for  processing  must  decrease 
the  price  charged  for  a  processed  food 
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item  whenever  current  cost  is  less  than 
freeze  cost  or  less  than  the  current  cost 
for  the  most  recently  completed  repric¬ 
ing  period  to  reflect,  on  a  doUar-for-dol- 
lar  basis,  the  decrease  in  current  costs 
with  respect  to  that  food  item. 

(3)  Whenever  a  food  manufacturer  or 
processor  increases  or  decreases  a  price 
in  accordance  with  the  rule  in  this  para¬ 
graph,  it  must: 

(1)  State  on  each  invoice  to  its  cus¬ 
tomers  the  part  of  the  price  charged  for 
each  item  that  is  due  to  allowable  cost 
increases  passed  through  pursuant  to  the 
rule  of  this  paragraph  and  the  decreases 
in  the  price  charged  passed  through  in 
accordance  with  the  rule  of  this  para¬ 
graph,  and 

(ii)  Certify  on  each  invoice  to  its  cus¬ 
tomers  that  the  part  of  the  price  charged 
for  each  item  which  reflects  allowable 
cost  increases  passed  through  piursuant 
to  this  paragraph  is  on  a  doll8ir-for-dol- 
lar  basis  only  and  that  price  decreases,  if 
any,  required  by  this  paragraph  have 
been  reflected  on  a  dollar-for-dollar  basis 
in  the  price  charged. 

(c)  Food  items.  (1)  Sellerspurchasing 
for  resale  food  items,  whether  processed, 
semi-processed  or  sold  for  consumption 
in  their  original  physical  form,  may 
charge  a  price  in  excess  of  the  freeze 
price  for  a  food  item  to  reflect,  on  a  dol¬ 
lar-for-dollar  basis,  an  allowable  cost  in¬ 
crease  with  resi>ect  to  that  food  item 
whenever  a  manufactmer,  processor,  or 
wholesaler  certifies  to  the  seller  on  an 
invoice  that  the  price  of  the  food  item 
concerned  has  been  increased  in  accord¬ 
ance  with  the  rules  in  paragraphs  (a)  (1) 
or  (b)(1)  of  this  section. 

(2)  Sellers  purchasing  for  resale  food 
items,  whether  processed,  semi-proc- 
essed  or  sold  for  consumption  in  their 
origrinal  physical  form,  must  decrease  a 
price  charged  for  a  food  item  to  reflect, 
en  a  dollar-for-dollar  basis,  a  price  de¬ 
crease  with  respect  to  that  food  item 
whenever  a  manufacturer,  processor  or 
other  wholesaler  certifies  on  an  Invoice 
that  the  price  of  the  food  item  con¬ 
cerned  has  been  decreased  in  accordance 
with  the  rules  in  paragraphs  (a)  (2)  or 
(b)  (2)  of  this  section. 

(3)  Whenever  a  manufacturer,  proc¬ 
essor  or  wholesaler  of  food  items  in¬ 
creases  or  decreases  a  price  in  accord¬ 
ance  with  the  rule  in  this  paragraph,  it 
must; 

(i)  State  on  each  invoice  to  its  custom¬ 
ers  the  part  of  the  price  charged  for  each 
item  that  is  due  to  allowable  cost  in¬ 
creases  passed  through  pursuant  to  the 
rule  of  this  paragraph  and  the  decreases 
in  the  price  charged  passed  through  in 
accordance  with  the  rule  of  this  para¬ 
graph,  and 

(ii)  Certify  on  each  invoice  to  its  cus¬ 
tomers  that  the  part  of  the  price  charged 
for  each  item  which  reflects  allowable 
cost  increases  passed  through  pursuant 
to  this  paragraph  is  on  a  dollar-for-dol¬ 
lar  basis  only  and  that  price  decreases, 
if  any,  required  by  this  paragraph  have 
been  reflected  on  a  dollar-for-dollar  basis 
in  the  price  charged. 

(d)  Adjustment  for  items  sold  at  a  loss. 
Price  adjustments  for  food  items  sold  at 
a  loss,  other  than  food  items  or  raw  agri¬ 


cultural  products  in  inventory  or  in  a 
manufacturing  process  as  of  the  effective 
date  of  the  special  rules  in  this  Subpart, 
are  permitted  in  the  following  circum¬ 
stances: 

(1)  In  the  case  of  wholesalers  and  re¬ 
tailers  which  purchase  directly  from  a 
producer  for  resale  raw  agricultural  prod¬ 
ucts  sold  for  ultimate  consumption  in 
their  original  physical  form  and  manu¬ 
facturers  and  processors  which  purchase 
raw  agricultural  products  for  processing, 
if  the  freeze  cost  exceeds  the  freeze  price 
of  a  food  item,  the  seller  may  charge  a 
price  in  excess  of  the  freeze  price  for  that 
food  item  to  reflect  on  a  dollar-for-dollar 
basis  increases  in  raw  agricultural  prod¬ 
uct  costs  incurred  between  January  10, 
1973  and  the  freeze  cost  period  with  re¬ 
spect  to  that  food  item  which  are  not 
otherwise  reflected  in  the  freeze  price. 
However,  a  price  charged  pursuant  to  this 
subparagraph  may  not  exceed  the  freeze 
cost  of  the  food  item  concerned  except 
to  the  extent  that  it  reflects  allowable 
cost  increases. 

(2)  In  the  case  of  sellers  purchasing 
for  resale  food  items,  whether  processed, 
semi-processed  or  sold  for  ultimate  con¬ 
sumption  in  their  original  physical  form, 
if  the  average  cost  of  a  food  item  pur¬ 
chased  during  the  freeze  base  period  ex¬ 
ceeds  the  freeze  price  for  that  item,  the 
seller  may  charge  a  price  in  excess  of 
the  freeze  price  for  that  food  item  to  re¬ 
flect  on  a  dollar-for-dollar  basis  increases 
in  the  raw  agricultural  product  costs  in¬ 
curred  between  January  10,  1973  and  the 
freeze  base  period  with  respect  to  that 
food  item  which  are  not  otherwise  re¬ 
flected  in  the  freeze  price.  However,  a 
a  price  charged  pursuant  to  this  subpara¬ 
graph  may  not  exceed  the  average  cost  of 
the  food  item  during  the  freeze  base 
period  except  to  the  extent  that  it  reflects 
allowable  cost  increases. 

(3)  Any  price  adjustment  made  pursu¬ 
ant  to  this  paragraph,  when  certified  on 
an  invoice  in  the  form  required  by 
§  140.97,  may  be  passed  on  to  purchasers 
in  the  same  manner  as  an  allowable  cost 
increase. 

(e)  Inventory  price  adjustments.  (1) 
Except  to  the  extent  permitted  in  para¬ 
graph  (e)  (2)  of  this  section,  all  food 
items  or  raw  agricultural  products  in  in¬ 
ventory  or  in  a  manufacturing  process  as 
of  the  effective  date  of  the  special  rules 
in  this  Subpart  shall  neither  be  sold  at 
prices  higher  than  freeze  prices  nor  be 
repriced  imder  the  special  rules. 

(2)  If  the  average  cost  of  a  food  item 
in  inventory  exceeds  the  freeze  price,  a 
seller  may  charge  a  price  in  excess  of  the 
freeze  price  for  the  food  item  in  inven¬ 
tory  to  reflect  on  a  dollar-for-dollar  basis 
increases  in  the  raw  agricultural  prod¬ 
uct  costs  incurred  between  January  10, 
1973  and  the  freeze  base  period  with  re¬ 
spect  to  that  food  item  which  are  not 
otherwise  reflected  in  the  freeze  price. 
However,  a  price  charged  piirsuant  to 
this  subparagraph  may  not  exceed  the 
average  cost  of  the  food  Item  during  the 
freeze  base  period  and  may  not  reflect 
allowable  cost  increases. 

( 3 )  Any  price  ad j  ustment  made  pursu¬ 
ant  to  this  paragraph,  when  certified  on 
an  invoice  in  the  form  required  by 


S  140.97,  may  be  passed  on  to  purchasers 
in  the  same  manner  as  an  allowable  cost 
increase. 

(f)  Food  service  organizations.  (1) 
Food  service  organizations  purchasing 
for  resale  meat  items  derived  from  swine 
and  sheep  may  charge  a  price  in  excess 
of  a  freeze  price  for  a  meat  item  derived 
from  swine  and  sheep  to  reflect,  on  a  dol¬ 
lar-for-dollar  basis,  a  price  increase  al¬ 
lowable  under  the  special  rule  in  §  130.27 
(a)  of  this  chapter  whenever  a  firm  sub¬ 
ject  to  §  130.57d(e)  of  this  chapter  or  a 
wholesaler  certifies  to  the  seller  on  an 
invoice  that  the  price  of  the  meat  item 
concerned  has  been  increased  in  accord¬ 
ance  with  the  special  rule  in  §  130.127(a) 
of  this  chapter. 

(2)  Food  service  organizations  pur¬ 
chasing  for  resale  meat  items  derived 
from  swine  and  sheep  must  decrease  a 
price  charged  for  a  meat  item  derived 
from  swine  and  sheep  to  reflect,  on  a 
dollar-for-dollar  basis,  a  price  decrease 
with  respect  to  a  meat  item  whenever  a 
firm  subject  to  §  130.57d(e)  of  this  chap¬ 
ter  or  a  wholesaler  certifies  cm  an  in¬ 
voice  that  the  price  of  the  meat  item 
con<5emed  has  been  decreased  in  accord¬ 
ance  with  the  special  rule  in  §  130.127(b) 
of  this  chapter. 

This  Subpart  shall  remain  in  effect 
imtil  11:59  p.m.,  e.s.t.,  September  11, 
1973. 


§  140.95  Calculation  of  per  item  price 
adjuslnient. 

(a)  Raw  agricultural  products  sold  for 
consumption  in  original  form.  The  price 
increase  or  decrease  per  item  of  a  food 
item  offered  for  sale  by  wholesalers  and 
retailers  which  pvurchase  directly  from 
a  producer  for  resale  raw  agricultural 
products  sold  for  ultimate  consumption 
in  their  original  physical  form  shall  be 
determined  by  calculating  the  difference 
between  the  freeze  cost  p>er  item  and  the 
current  cost  per  item. 

Example; 


Freeze  cost _ 15  cents  per  item 

Current  cost _ 13  cents  per  Item 

Price  decrease  to  be  passed  through:  2  cents 
per  item 

(b)  Raw  agricultural  products 'pur¬ 
chased  for  processing.  The  price  in¬ 
crease  or  decrease  per  item  of  processed 
food  items  offered  for  sale  by  manu¬ 
facturers  and  processors  which  purchase 
raw  agricultural  products  for  processing 
shall  be  determined  by — 

(1)  Dividing  the  freeze  cost  by  the 
yield  during  the  freeze  cost  period  and 
the  current  cost  by  the  yield  during  the 
repricing  period,  and 

(2)  Calculating  the  difference  between 
the  two  quotients. 

Example; 


12ciM  =  ^2^  cents  per  can 


Current  costs 
Current  yield 
Freeze  costs  $1.20 
Base  yield  10  cans  = 

Price  increase  which  may  be  passed  through: 
Vi  cent  per  can 


(c)  Rounding.  Fractions  of  .5  cents 
or  more  derived  from  calulations  pur¬ 
suant  to  this  section  may  be  rounded 
up  to  the  nearest  penny  and  fractions 
less  than  .5  cents  shall  be  roimded  down 
to  the  nearest  penny. 
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§  1-10.96  Cu$itoniar>' bu^ine^s  practices. 

Pood  firms  must  follow  their  custom¬ 
ary  business  practices  for  cost  alloca¬ 
tion  and  repricing  with  respect  to  joint 
products,  by-products,  co-products,  and 
waste  products.  In  repricing,  the  total 
price  increases  taken  on  all  processed 
food  items  derived  from  the  raw  agri¬ 
cultural  products  entered  into  processing 
iiiay  not  exceed  the  total  allowable  cost 
increase. 

§  140.97  Invoice  cerlification. 

\  food  firm  required  by  §  140.93  to 
certify  an  invoice  shall  use  the  following 
form: 

This  Is  to  certify  that  the  price  adjustments 
specified  on  this  invoice  reflect,  on  a  dollar- 
for-dollar  basis,  only  adjustments  in  the  cost 


of  raw  agricultural  products  and  that  such 
price  adjustments  were  properly  calculated 
according  to  the  applicable  regulations  of  the 
Cost  of  Living  Council. 

Company 

(Signature) 

By . - . 

Position 

§  140.98  Prenolifiralion  requirements. 

The  prenotification  requirements  of 
Subpart  F  of  Part  130  of  this  Chapter, 
applicable  to  food  firms  subject  to  this 
Subpart,  do  not  apply  to  price  adjust¬ 
ments  made  pursuant  to  this  Subpart. 

§  140.99  Recordkeeping  requirements. 

Each  food  firm  with  annual  sales  or 
revenues  in  excess  of  $50  million  derived 


from  sales  of  food  shall  maintain  com¬ 
prehensive  records  on  all  price  adjust¬ 
ments  made  pursuant  to  this  Subpart. 
The  calculations  and  supporting  data 
used  to  determine  freeze  costs  and  cur¬ 
rent  costs  and  certified  invoices  used  to 
justify  price  adjustments  shall  be  main¬ 
tained  by  the  food  firm  at  each  pricing 
center  and  shall  be  made  available  on 
request  to  representatives  of  the  Eco¬ 
nomic  Stabilization  Program.  Records  of 
manufacturers  and  processors  must  be 
sufficiently  detailed  with  respect  to  cost 
allocation  and  repricing  of  joint  prod¬ 
ucts,  by-products,  co-produots  and  waste 
products  to  permit  subsequent  verifi¬ 
cation. 
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